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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY 
REMOVE  OR  STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  FROM  ANY 
INSTRUMENT  THAT  TRANSFERS  AN  INTEREST  IN  REAL  PROPERTY  BEFORE  IT  IS  FILED 
FOR  RECORD  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 


Producers  88  (4-89)  —  Paid  Up 
Willi  640  Acres  Pooling  Provision 


PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

■  ^SSZS^JSZ^  ~  herein  °0n,ained'  USSOr  hSreby  ^  teaS6S  a"d  "»  *  -see 

IZ^to&ES^^         J°hn  R         S"-V.  A-641,  Tarran,  County,  Texas,  and  being  more  particular*  described  in  the 

3      Worth aT?if  and'  toi™  m^SS'  f  Bl  -kC'  L0'  ^1A1  °Ut  °f  tHe  RiVe'  HillS  PhaSe  '  Additi0".  an  addi«°"  «0  «»  City  of  Fort 

D204^ftnpsfl  nMhft  n  rriore  particularly  descnbed  in  that  certain  deed,  dated  12/9/2004,  and  recorded  as  Instrument  Number 
D204380258  of  the  Deed  Records  of  Tarrant  County,  Texas.  ■ 

b'  ST™  'f^  VT!6  °r  l6SS'  d??crib?1  as  Blk  C.  Lot  2A1A3  out  of  the  River  Hills  Phase  I  Addition,  an  addition  to  the  City  of  Fort 
D%mt£% ^T.  ^"9  more  particularly  described  in  that  certain  deed,  dated  12/9/2004,  and  recorded  as  Instrument  Number 
D204380259  of  the  Deed  Records  of  Tarrant  County,  Texas.  =«»»"=iu  manuei 

i^n^hUl'!^56,  WfliCt]  iS  3  "paid"up" ,ease  requirin9  no  rentals-  sna"     in  force  for  a  primary  term  of  Three  (3)  years  from  the  date  hereof  and  for  as 

the  e^nd  of  Sid  qo_h^  S^fLS  *      «  '        PaVment  to  b*  made  to  Lessor  or  to  Lessor's  credit  in  the  depository  designated  below  on  or  before 

•uo^^^h£uI!!!!5,,yhr  '?'S  l6aSe  fl3"  "e  PaW  °f  tende,ed  ,0  Lessor  or  t0  Ussofs  credit  in  at  lessor's  add^ahnv.  or  its 

d^=e~aBSS™ 

holetnThettp^ 

isS^be^^ 

producing  in  v£S%£E$^  VT*  Mer  comptetion  of  a  of 

prudent  operator  would  dril  undVr  »hf . «™ ^.it?     ■       ?    additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably 

paying hSKSl^  ^S^S^T  "if  de"el°P  the  'eased  premi$es  as  ,0  formaMons  then  «"»»«•  <*  Pacing  in 
wells  looted  on  STta^^^^ISta  '°  Pf° If*  I'9,  "T1  pr6miSeS  *om  """""P6"^  d™inage  by  any  weH  or 
provided  herein.  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly 

as  ^0^0" 

wheneve"  Lessee  ^"SS^or  "3       ^  ^  b6fone  or  after  the  commencement  of  production 

authority  exists  with  respect  tolShe  EKL£JS.  t£?J5  E^*??  t'°P  T  0Pfrate  'eaSed  premiSes'  whether  or  not  simiiar  P°°lin9 
exceed  80  acres  plus  a^^uTacXBTten0^!^  I*  w  1  ™6d     such  P°°""9  f<"  a"  °«  is  not  a  horizontal  completion  shall  not 

acreage  tolerance*  10^  pZd  Cer  unl  ma!  to  faSfJS  £?*  T"  7  3  h°nZ°n  a'  """P"*0"  sha«  «*  640  acres  plus  a  maximum 

density  pattern  that  may  be  Described  or  iSZ^Z  Zl^l  fn.  0,1 or  gas  we"  or  norizontal  completion  to  conform  to  any  well  spacing  or 

terms  "oil  5  and  -gas  *5 h* omLST/r,  3^0^  hat9  iUriSdWion  '°  do  ^  For  PurP°se  of  the  Agoing,  the 
prescribed,  "oil  well"  means  a  ^JSS!X^S^t^^S^  ^T*,  aPP™Priate  governmental  authority,  or,  if  no  definition  is  so 
ratio  of  100,000  cubic  feet  or  moreTe to™? ba?eS  on ^£^£%J£-°?° t^J*? IT  b?rrel  and  9as  we"" means a  we"  witn  an 9as-oil 
separator  facilities  or  equlvaTeTteXo  Smen?^nH  th^.»I  S  .  ?  "ndu?ed  und«r  ™rmal  producing  conditions  using  standard  lease 
gross  completion  interval  5fe  or  ^S^^J^ZJ^TTL^,M^-  ^  a"  °"  We"  which  the  hotontal  oo^Ponent  of  the 
mimes  or  equ.valent  testing  equipment;  and  the  teim  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal 
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component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof,  ^exercising  its  pooling  rights  hereunder  Lessee 
shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations 
anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the 
leased  premises  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net 
acreage  covered  by  this  lease  and  included  in  the  unit  bears  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit 
production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights,  hereunder,  and  Lessee  shall  have  the  recurring 
right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production, 

in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any 
productive  acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the 
unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly  In  the 
absence  of  production  in  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the  unit  by  filing  of  record  a  written 
declara  ion  descnbing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests 

7.  If  Lessor  owns  Jess  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for 
any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased 
premises  bears  to  the  full  mineral  estate  in  such  part  of  the  leased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth 
or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors 
and  assigns.  No  change  in  Lessor's  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no 
change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the 
documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in 
Lessee  s  usual  form  of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such 
shu  -in  royalties  to  the  credit  of  decedent  or  decedent's  estate  in  the  depository  designated  above.  If  at  any  time  two  or  more  persons  are  entitled  to 
shut-in  royalties  hereunder  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to  their  credit  in  the  depository,  either  jointly  or 
separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of  all 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the 
transferred  interest  shall  not  affect  the  nghts  of  Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all 
or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in 
! l3?IOi  •  ?  3r?a  C°Vf red  *y  lease  or  any  depths  or  zones  hereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising 
with  respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to 
pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder 

1  (X  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or 
unrtized  herewith  in  primary  and/or  enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such 
Z£ :  -nr III  i!f  f  *2  prem!ses  a* may be  reasonably  necessary  for  such  purposes,  including  but  not  limited  to  geophysical  operations,  the  drilling  of 
wells,  and  the  construcbon  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power 
™ra?Lrd  /  ♦ '  65  df med  necessary  by  Lessee  t0  discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such 
operations  free  of  cost,  any  oil,  gas,  water  and/or  other  substances  produced  on  the  leased  premises,  except  water  from  Lessor's  wells  or  ponds  In 
H  devel°ping'  Producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith,  the  ancillary  rights  granted  herein  shall  apply  (a)  to 
otL^inwi  fn  f  hPhT,SeS  descnbed  ,n  P^agraph  1  above,  notwithstanding  any  partial  release  or  other  partial  termination  of  this  lease;  and  (b)  to  any 
2nnii?rd  1 !  .  «  v  T  °r  hereuaf!?u  haS  aUth0fity  to  grant  such  rights  ln  tne  vidnity  of  tne  leased  premises  or  lands  pooled  therewith.  When 

requested  by  Lessor  m  writing,  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less  than  200  feet 
from  any  house  or  barn  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for 
a?n3^nn^  rations  to  buildings  and  other  improvements  now  on  the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and 
n TSL  ZV^l^i  Sha I h?6  the  "9nt,at  any time  t0  remove     f^res,  equipment  and  materials,  including  well  casing,  from  the  leased 

premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter 

nrtJrnm^nfa?r,l0.Hif Kl0nS  underjh!s  lease/  whether  express  or  imP|ted.  sha»  »»  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any 
rZt r^Z  k    ffi  h!V!,ng  ,UnSd,C  '°n  'nClUd,n9  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil  gas,  and  other  substances 
35L  9'  rework,n9.'  production  or  °ther  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by 

SI1'  obt ai"  nhef  ssary  P*™*.  ©quiprnent,  services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather 
'  Z^kT^^i  I  ?n'  'nSUir  ?n>  StrikG  °r  labor  disputes'  or  by  inabi,ity  t0  obtain  a  satisfactory  market  for  production  or  failure  of 
because  of  Z^nTZn^  h  i™*^  Tf*  product,on>  or  fay  any  other  ca"se  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate 
hfS  flf  hlTof  °r  d6[ay'  and  3t  ^fee  S  °pt,on' the  period  of  such  Prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not 
fnterrupted  eXpreSS  °r  ,mplied  covena"ts  of  this  lease  when  drilling,  production  or  other  operations  are  so  prevented,  delayed  or 

tn  oM^hiclhf™e,nt  that  Le,SS°r'  during- the  primary  term  of  thjs  lease' receives  a  bona  fide  offer  *htch  Lessor  is  willing  to  accept  from  any  party  offering 
VT  C0Venn9  any.°r  ''I* thG  substances  covefed  bV  this  lease  and  covering  alt  or  a  portion  of  the  land  desS  herein9 
me  nott^ ^n?me  and9  tl S^JEI  n«JT°£  *  ^  lease.L^s°r  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in 
rimrT^S         S  £    address  ° ,  tbe  offeror,  he  price  offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen 

offer  t^S^J^  n°HC6,  ft  hf Ve  the  P:'0r  a"d  Preferred  ri9ht  and  option  t0  purchase  the  tease  or  pa*  thereof  or  interest  therein  .covered  by  the 
offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in  the  offer  y 
13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  davs  after  Lessor 

r^rii^n  ll^t i  9  ■  thei?  "  3  final  JUdlCial  termination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or 

to  dot?  U  6  'S  9'Ven  3  reasonable  time  after  said  iudicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails 

^JUrfl^n  hSrtarLCOnSidTatiT  mCilel  ab°l\ LeSSOr  hereby  grants'  assi9ns  and  conveys  unt0  Lessee-  jts  successors  and  assigns,  a  perpetual 
IX T  T*F and  ?ro#U? the  lea$ed  premises  for  the  placement  of  weil  bores  <alon9  routes  selected  by  Lessee)  from  oilTgas 
Te  ewith    dtJ  wS  situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled 

any  terminal  ™  "9  '  °T  0ther  benefit  Such  subsurface  well  bore  easements  shal!  run  with  the  land  and  survive 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  mav  Dav  and 

besubroated  toThe  ar^t"9' ,eVied  °n  "  ^  prem?ses"  ^^^^^^^SSi 

Z^s^e^sita^  £  lL^III^T  P?Yrnt  18  T?de'  andl  in  3dditi0n  t0  itS  °ther  rights'  may  reimburse  itself  out  of  anV  royalties  or  shut-n 
rf^Xu^    h  h  ♦     here,unde:-  ln  thf  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title,  Lessee  may  suspend 
beenSved     *  ^    S  hereunder'  without  interest.  ^til  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has 

drillirlg  orNo°t^  t0  the  in  thiS  ,eaS6'  LeSsee  shal1  not  have  any  ri9hts  to  use  the  surfac«  of  the  leased  premises  for 

twom  tearerfrom^^eeLSdUCo^  hereby  9ra?*Lessee  an  °Ption  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of 

^rmfin^Jrns  as  *  ^  "  t0  L6SS°r  ^ t0  the  end  °f  the  prima^  term  the  same  consideration, 

DISCLAIMER RFPP^«^wT!fT^nwcU?^eE^a,^S,  ^  °f  which  ls  deemed  3n  ori9inaI  and  a»  of  wh^  only  constitute  one  original. 

markei ^St^^nd  ^!5^I    ?  S:  ^SS°r  ackn?wle^es  that  oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty,  are 

und^tan^S,h^  Ty     *  depfndin?  on  mu,tiP|e  ^ctQrs  and  that  this  Lease  is  the  product  of  good  faith  negotiations  Lessor 

S^t^I^^^,r?0"2  fr 1  a",d  ^  USSOr  entered  int° thiS  ,eas«  without  duress  or  «"d  JStSSL  Lesso 

assure™  °OUld  ?°  UP  °uf  d0Wn  dePend,n9  on  market  conditions.  Lessor  acknowledges  that  no  representations  or 

conS mo^^^^^^^  °f 'ef 6  that  Lessor  would  9et  the  hi9hest  Price  or  diff^ent  terms  depending  on  future  market 

See  "Exhibit  A"  attached  hereto  and  by  reference  made  a  part  hereof. 

sianLtorinf  fh!  ^Hn!w?F,hthiS  f8?  '"S  eXeCUted  t0  be  effective  as  of  the  date  first  written  above.  but  upon  execution  shall  be  binding  on  the 
plrtTe^  eX8CUt0rS'  *«™™™™>  -lessors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all 
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ACKNOWLEDGMENT 


STATE  OF  TEXAS, 

county  of  Tarmpy         ^  A? 

This  instrument  was  acknowledged  before  me  on  the  ^        day  of  UC tOD^I^CH  .  by  (v 


MfSTY  QUIOLEY 

Notary  Public 
STATE  OF  TEXAS 
My  Comm.  Exp.  Jul.  07.  2012 


Notary's  commission  expires: 


STATE  OF  TEXAS 
COUNTY  OF 


This  instrument  was  acknowledged  before  me  on  the  _ 


ACKNOWLEDGMENT 


_day  of_ 


,by_ 


Notary  Public,  State  of  Texas 
Notary's  name  (printed):  _ 
Notary's  commission  expires: 


STATE  OF  TEXAS 


CORPORATE  ACKNOWLEDGMENT 


COUNTY  OF    TcL<r^mk-  ^il  ^    ,  ^. 

~TT-vO  r™s  instrument  was  acknowledged  before  me  on  the  Or  day  of  <LXJrW^r~  2(Jrfj  by  \V*A  yj  AA^jVfl^l  fj  Qf 
VA)^6mTfa^   corporitioT^rT  behalf  of  said  corporate  ^  JiZ  f °\  *  V-l   M-*>II^U  of 


STATE  OF  n 
County  of 


Public.  State  of  Taxfer*"     (  .  V 

sname(Printed>:J^M^^W  <_&UtUj£T\~ 
s  commission  expires.  ^  J  _j  j  jjOfT^j  T^O 


MISTY  QUIGLEY 

Notary  Public 
STATE  OF  TCXAS 
My  Comm.  Exp       07.  2012 


Notary 
Notary'; 
Notary'i 


RECORDING  INFORMATION 


This  instrument  was  filed  for  record  on  the  _ 

Book  ■  Page  __,  of  the  _ 

By  


_dayof_ 


_M.,  and  duly  recorded  in 


_  records  of  this  office. 


Clerk  {or  Deputy) 
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Exhibit  "A" 

iES1!*^^^^  LEASE  DAT6D  OCT0BER  5- 2009  BETWEEM  DDRE  MCD0NALD  ^ 

19.  Agreements  Supersede 

The  provision  of  Exhibit  UA"  supersede  any  provision  to  the  contrary  contained  in  the  lease  to  which  the  Exhibit  is  attached. 

20.  Oil  and  Gas  Only 

Notwithstanding  any  other  provision  of  this  lease,  this  lease  covers  and  includes  oil  and  gas  only  (including  with  oil  and  gas,  all  constituent 
elemens  thereof  and  all  other  liquefiable  hydrocarbons  and  products  of  every  kind  or  character  derived  there  from  and  produced  therewith  from 
the  we  I  bore  including  sulphur),  and  that  all  minerals  other  than  oil  and  gas  are  excepted  from  this  lease  and  reserved  by  Lessor  Solid 
minerals,  such  as  iron,  coal,  sand,  gravel,  clay,  uranium,  and  sulphur  (apart  from  sulphur  produced  through  the  well  bore)  are  excluded  from 
this  lease.  '  .  ■ 

21.  Royalty 

Payments  of  royalties  to  Lessor  shall  be  based  on  sales  of  Leased  Substances  to  unrelated  third  parties  at  prices  arrived  at  through  arms  length 
negotiations.  Royalties  to  Lessor  on  Leased  Substances  not  sold  in  an  arms  length  transaction  shall  be  determined  based  on  prevailing  values 
at  the  time  in  the  area.  Lessee  shall  have  the  obligation  to  disclose  to  Lessor  (upon  written  request  by  Lessor)  any  information  pertinent  to  this 
determination  The  royalty  payable  to  Lessor  from  the  leased  land  shall  be  twenty-five  percent  (25%)  of  the  sale  of  the  Leased  Substances  and 
shall  be  payable  w<thin  120  days  from  the  end  of  the  month  of  the  first  sale  of  production  and  within  60  days  following  the  month  of  production 
thereafter  It  is  agreed  between  the  Lessor  and  Lessee  that,  notwithstanding  any  language  herein  to  the  contrary,  all  oil,  gas  or  other  proceeds 
accruing  to  the  Lessor  under  this  lease  or  by  state  law  shall  be  without  deduction  for  the  cost  of  producing,  gathering,  storing,  separating 
treating,  dehydrating  compressing,  processing,  transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the 
product  mto  marketable  form;  however,  any  such  costs  incurred  on  an  unaffiliated  interstate  or  intrastate  gas  pipeline  which  result  in  enhancing 
the  value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production  so  long  as 
they  are  based  on  Lessee  s  actual  cost  of  such  enhancements.  In  no  event  shall  Lessor  receive  a  price  that  is  less  than,  or  more  than,  the  price 
received  by  Lessee.  r 

22.  Shut-In  Royalty 

The  shut-in  royalty  payment  of  the  lease  shall  be  $10.00  per  acre,  rather  than  $100  per  acre.  It  is  expressly  agreed  and  understood  that  after 
expiration  of  the  primary  term  of  the  lease,  the  lease  may  not  be  maintained  in  force  solely  by  the  payment  of  the  shut-in  royalties  for  any  period 
n  excess  of  tour  (4)  years  in  the  aggregate.  However,  the  lease  may  be  maintained  in  force  and  effect  by  payment  of  the  shut-in  royalty  if 
Lessee  is  engaged  m  operatrons  to  complete  pipeline  or  pipelines  to  any  well  or  wells  used  for  producing  oil  or  gas  from  below  the  leased 
Eg  suchwei?  o?  wells  °perati°nS  are  dili9ent|y  Prosecuted  to  completion,  but  in  any  eyent  not  later  than  two  (2)  years  after  completion  of 

23.  Breach  of  Lease  by  Lessee  ; 
The  last  sentence  of  Paragraph  1 1  of  the  printed  lease  form  is  deleted. 

prevented^dd^  °f  ^  SXPreSS  °r  'mP'ied  covenants  of  this  lease  when  dri,lin9.  Production  or  other  operations  are  so 

24.  No  Transportation  of  Gas 

f^hlllf  JS™?iDh|IWt8  fy  SUrfaCe  opuerati°nS  by  L6SSee'  Lessee  sha"  not  transport  9as  of  third  partv  or  9as  produced  below  the  leased 
E p*  ™  JS f  f  f?*  premises  !^hout  a  separate  written  ri9ht  of  wav  agreement  signed'by  Lessor.  Additionally,  the  Force  Major  clause 
in  Paragraph  11  is  limited  to  eighteen  (18)  months.  ; 

25.  No  Use  of  Surface  or  Water 

Paragraph  16  of  this  lease  is  modified  to  read  as  follows: 

on^htl3^9  any  °*her  pr0ViSion  °f  this  ,ease*  Lessee  sha"  not  enter  upon  or  use  ar,y  of  the  ,eased  P^^es  for  drilling  on  the  surface  or  for 
onL±n  ™  *Z  °r  near/urface  operations  such  as  (but  not  limited  to)  storing  any  equipment  materials,  or  supplies  related  to  drilling 
nn  mTnn  P'^3-  <?£ f°5  usin9  any  stag.ng,  housing  or  transportation  of  personnel.  Any  subsurface  drilling  or  operations  by  Lessee  sha3 
Lh2?  ^f?6  rfer?  W'  h  th*  surface  uor  ^bsurface  support  of  any  improvements  constructed  or  to  be  constructed  on  the  Property.  Lessee 
Wratons  ™  ™  ^  *  PremiS6S  f°f  dri"in9'  W3t6r  injeCti0n'  secondai*  recovery  °'  othe* 

ftS  hlicL^ww6?10*"  f°r  LeSS°urS  execution  of  this  Lease«  Lessee  represents  and  warrants  that  prior  to  the  execution  of  this  Lease, 

££5 forf^fe  5   5  °n  n6arby  Pr°perty  that  wi"  allow  Lessee  t0  conduct  subsurface  drilling  and  operations  below  the  surface  of  the 

teased  premises. 

26.  Legal  Compliance 

li?  Srl  "1 a"  °perations  "nd,er  thif  lease  in  accordance  with  all  the  rules  and  regulations  of  the  Railroad  Commission  of  Texas  and 

\a?    fSfife,Shal,ftnct,y  observe  and  compfy  with  311  ,ocal-  state«  and  federa'  environmental  laws  and  regulations  with  its 
operations  below  or  relating  to  the  leased  premises. 

27.  Idemnity 

H!lS^Ha9ree?  t0/.idem"ify'  p?tect  and  hold  Lessor  (and  surface  owner,  if  different  from  Lessor)  harmless  of  and  from  any  and  all  claims 

damans  arislna  £?2 1?  ^  ™*  *5  T*™^  and  6Xp6rt  feeS>  expenSes'  dama9es'  ,osses'  cause*  <*  *«™  or  iSS 

S!^2S,  ZSSL?  J Ury  ?  PerS 7*  °nClUd,ng  death)  and  injury  or  dama9e  t0  or  loss  of  anV  Property'  or  improvements  caused  by  Lessee 
daimfHL^SLyeeS;  Sen/ant5>  c°ntractors  or  anV  person  a<*n9  ""der  «»  direction  or  control  Further,  Lessor  shall  never  be  liable  for  any 
nf  Z  ^ni^i'  '  SXPf nSeSl  dama?es- losses-  causes  of  action  or  suits  for  damages  because  of  injury  to  persons  or  property  arising  out 
™^SSK?  *  9  °SS  ne9  .9ence.  n^'gence  per  se,  strict  liability  or  any  other  acts  or  omissions  of  Lessee,  its  agents,  employees  servants 
Sn^XiZ^L^  5S2T dHreCtT^d  COntr°'  °n  the  landS-  Pri°r  t0  th6  ^—cement  of  any  operations  on  the  lea™* 
that  thora  1  in  f      '  .  K?f  Sha,t  purchase  l,abl!lty  insurance  and  shall  cause  Lessee's  insurance  provider  to  furnish  a  certificate  stating 

mub^te  nl^^  htff y  TT*  P0H?/- in  3  SuffiCient  amount  t0  cover  the  potential  liabilit^  "nderthls  lease.  Any  insu  anS 
requirements  may  be  met  by  a  combination  of  self-insurance,  primary,  and  excess  policies. 

28.  No  Warranty  of  Title 


Paragraph  15  of  the  printed  lease  form  is  deleted. 
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Lessor  does  not  expressly,  impliedly  or  otherwise  WARRANT  title  to  the  mineral  rights  under  said  land.  Lessee  accepts  this  Lease  on  an  "AS 
IS"  "WHERE  IS"  and  'WITH  ALL  FAULTS"  basis  and  without  any  representations  or  warranties  as  to  merchantability  or  fitness  for  a  particular 
purpose,  r 

29.  Primary  Term 

Paragraph  2  of  the  printed  lease  form  is  modified  to  the  following:  This  is  paid  up  lease  and  subject  to  the  other  provisions  herein  contained  this 
should  be  a  term  of  three  (3)  years  from  the  date  (called  "primary  term")  and  as  long  thereafter  as  oil  or  gas  is  produced  in  paying  quantities 
from  said  land  or  land  with  which  said  land  is  pooled  hereunder. 

30.  Environmental  Compliance 

Lessee  shall  install  and  maintain  all  equipment  and  conduct  all  operations  in  an  environmentally  sound  manner,  in  accordance  with  all 
applicable  regulations  of  the  Railroad  Commission  of  Texas,  the  Texas  Natural  Resources  Conservation  Commission  (or  successor),  the 
Environmental  Protection  Agency  and  any  other  governmental  authorities  with  jurisdiction  over  the  operations  covered  under  this  Lease. 
Lessee  shall  not  use,  store  or  dispose  of  any  hazardous  materials  on  the  leased  premises,  except  to  the  extent  use  of  such  substance  is 
contemporaneously  required  for  actual  oil  or  gas  operations  on  said  land,  and  any  such  substances  shall  be  used,  stored  and  disposed  of  in  a 
safe  manner,  in  compliance  with  all  applicable  governmental  regulations.  In  no  event  shall  any  hazardous  waste  be  stored  and  disposed  of  on 
the  leased  premises  in  a  manner  which  could  cause  such  lands  to  be  classified  as  a  hazardous  waste  storage  or  disposal  facility  Lessee  shall 
insure  that  all  contractors  comply  with  the  terms  of  this  paragraph,  in  the  event  Lessee  is  notified  of  any  discharge  or  release  of  a  hazardous 
substance  or  any  other  environmentally  harmful  or  dangerous  conditions  on  said  lands  resulting  from  Lessee's  operations,  Lessee  shall 
promptly  take  all  actions  required  to  correct  the  such  hazardous,  and  dangerous  or  harmful  conditions  in  accordance  with  applicable  law  and 
regulations  and  sound  engineering  practices.  Lessor  shall  have  no  responsibility  to  inspect  or  oversee  Lessee's  operations  or  to  identify  or 
correct  any  potential  harmful,  dangerous  or  damaging  conditions  resulting  from  Lessee's  operations,  and  Lessor  shall  have  no  right  to  control 
any  details  of  Lessee's  operations,  nor  to  designate  or  control  Lessee's  contractors.  Neither  Lessee  nor  any  contractors  shall  have  any  right  of 
contribution  or  indemnity  from  Lessor  for  any  matters  resulting  from  Lessee  operations  on  the  leased  premises  or  conditions  on  the  leased 
premises  resulting  from  Lessee's  operations  on  the  leased  premises.  Lessee  indemnifies  and  holds  Lessor  harmless  from  any  and  all  costs 
expenses  and  liabilities  Lessor  might  incur  relating  to  any  harmful,  damaging  or  dangerous  conditions  caused  by  and  resulting  from  Lessee's 
operations  hereunder,  the  release  or  discharge  by  Lessee  of  any  hazardous  substance  in  connection  with  Lessee's  operations  hereunder  or 
any  other  breach  of  the  terms  of  this  paragraph. 

31.  Confidentiality  of  Social  Security  and  Driver's  License  Information 

Lessee  agrees  to  keep  all  social  security  and  driver's  license  information  of  Lessor  confidential.  Lessor  shall  not  disclose  such  information  to 
any  third  party  (other  than  the  appropriate  taxing  authority)  without  express  written  authorization  and  permission  of  Lessor. 

32.  Binding  Effect 

This  lease  shall  be  binding  on  the  parties  hereto  and  their  successors,  heirs,  and  legal  representatives. 
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